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Higher education sector of every country has a significant contribution in the 
development of the society. Similarly, it plays a vital role in the research and 
development for the prosperity and improvement in social and educational settings. 
Furthermore, R&D lies under the higher education sector of education system. 
Government and universities are usually responsible to provide funds and 
opportunities to facilitate the research progress. But, the education system cannot run 
if the aforementioned authorities fail to provide sufficient funding. However, since the 
last few years government of Pakistan has deducted and reduced the performance grant 
and development budget, which were allocated for higher education institutions.  
Therefore, this study focused on the performance based grant which is allocated on the 
base of research outcome of the universities. This research has been conducted to 
analyze the effect of performance based grant in Pakistani public universities and its 
impact on research and development performance. Meanwhile, it’s also determined 
the relationships between performance based grant and R&D performance through the 
mediating role of goal conflict and information asymmetry. Agency theory is used to 
support this research as a theoretical framework which aids to analyze the relationship 
between government (Principal) and the universities (agents) in the context of higher 
education. In this study both qualitative and quantitative research approaches have 
been adopted, by implying an exploratory sequential design.  Firstly, the qualitative 
data have been collected through semi-structured interviews from head of departments 
and treasury officers of Pakistani public universities. On the other hand, the survey 
questionnaire for quantitative data collection was designed based on the results which 
acquired through the qualitative approach and from the previous research. The 
quantitative data was analyzed by using statistical Package for social science (SPSS) 
version 23 and Smart PLS 3.2.7, Partial Least Square Structural Equation Modeling 
software. This research study facilitates the HEC office (policy makers, finance 
officers etc.) regarding the validity, effectiveness and utilization of performance based 















Similarly, the findings of this research indicated that by decreasing the conflicts and 
uncertainties between the institutions under higher education commission of Pakistan 


















Sektor pengajian tinggi memainkan peranan dan sumbangan yang sangat signifikan 
dalam pembangunan sesebuah negara. Malah, tidak dapat dinafikan antara aspek 
penting sektor ini ialah dalam bidang penyelidikan dan pembangunan (R&D) bagi 
meningkatkan kemakmuran pendidikan dan persekitaran sosial. Secara lazimnya, 
kerajaan dan institusi pengajian tinggi bertanggungjawab bagi menyediakan dana dan 
peluang untuk memudahkan aktiviti penyelidikan dilakukan. Namun begitu, kerajaan 
dan agensi tertentu kebiasaannya gagal untuk menyediakan dana yang mencukupi bagi 
tujuan R&D. Oleh yang demikian, sejak beberapa tahun yang lalu negara Pakistan 
telah membuat potongan geran dan bajet pembangunan, dimana telah di peruntukkan 
oleh institusi pengajian tinggi. Sehubungan itu, kajian ini bertujuan untuk meneroka 
kesan pendanaan R&D berasaskan prestasi yang diperuntukkan atas ke atas aktiviti 
tersebut di universiti awam di Pakistan. Selain itu, kajian ini bertujuan untuk melihat  
kesan antara geran berasaskan prestasi dan prestasi R&D dengan mediating maklumat 
asimetri dan konflik matlamat terhadap prestasi penyelidikan di Pakistan. Teori agensi 
digunakan untuk menyokong kajian ini sebagai kerangka teoretikal yang membantu 
untuk menganalisis hubungan antara kerajaan dan di universiti dalam konteks 
pendidikan tinggi. Bagi tujuan tersebut, pendekatan penyelidikan kuantitatif dan 
kualitatif digunakan dalam kaedah reka bentuk kajian ini. Pada mulanya, temu bual 
separa berstruktur dilakukan dengan melibatkan Ketua Jabatan dan Pegawai 
Kewangan universiti awam di Pakistan bagi tujuan pengumpulan data. Setelah itu, 
borang soal selidik telah di reka bentuk berdasarkan keputusan yang diperoleh melalui 
pendekatan kualitatif dan dari kajian-kajian lepas. Data kuantitatif dianalisis dengan 
menggunakan perisian SPSS versi 23 dan Smart PLS 3.2.7. Kajian mendapati dengan 
mengurangkan konflik dan ketidaktentuan antara institusi-institusi di bawah 
Suruhanjaya pendidikan tinggi di Pakistan kualiti pengajaran dan penyelidikan dapat 
ditingkatkan sesuai dengan pencapaian dan hasrat yang telah ditetapkan oleh pihak 
Kerajaan Pakistan terhadap universiti Awam mereka.  Kajian ini memberi manfaat 















keberkesanan penggunaan geran penyelidikan berasaskan prestasi untuk 
meningkatkan prestasi R&D dalam pendidikan tinggi. Selain itu, penemuan kajian ini 
juga menunjukkan bahawa dengan mengurangkan konflik dan ketidakpastian di antara 
institusi di bawah suruhanjaya pendidikan tinggi Pakistan dapat meningkatkan kualiti 
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All over the world, higher education institutions play an effective role for the 
development of societies by providing knowledgeable societies which leads to the 
economic growth. While, for the development of higher education funding is 
considered as the most important element or factor. In modern era, several developing 
countries have prioritized the development of their higher education system and this 
trend is increasing day by day (Zaheer & Zia, 2013).  But before the last decade, most 
of the developing countries have been emphasizing only on their secondary and 
primary level education, that caused gradual reductions in the funds prescribed to 
higher education (Khan, Bhatti, & Eden, 2016). Similarly, Pakistan is one of those 
developing countries where such problems persist in providing sufficient funds to 
public higher education institutions. While, the public Universities of Pakistan have 
whole expansion spending of Rs, 400 million approximately, whereas, the government 
has distributed/allocated less than 0.2 percent of Gross Domestic Product (GDP) 
i.e.400 USD per student per year until year 2009; this was noticed as one of the lowest 
grant level around the world at that time. In recent years, the government of Pakistan 
is particularly concentrating to overcome this problem in the distribution of funds by 
increasing the aforementioned budget from Rs.400 million to Rs. 39 billion in year 
2013. The existing budgetary allocation has therefore significantly improved in 
Pakistan as compared with other developing countries of the World (HEC, 2013a;  
Khan et al., 2016; Naqvi, 2005).                             
In 2002, Higher Education Commission (HEC) was established by the 















development according to the indigenous needs of the country. Accordingly, HEC has 
introduced a “grant formula” in order to distribute the total budget which is allocated 
by the government of Pakistan for public universities. This formula is divided into 
three categories which include (1) Base grant; (2) Need Grant; and (3) Performance 
Grant. Performance based grant budget is allocated in specific portions of the total 
higher education budget based on the specific performance measures such as faculty 
development programs (FDP), research programs and competitive research grant etc. 
(Ahmed, 2014; HEC, 2011a). The performance grant is particularly concerned with 
the performance of universities or higher education institutions. The relative objectives 
include, to utilize the appropriate budget allocated for Research and Development 
(R&D), universities’ career, degree completion and to promote courses, which are 
evaluated by the HEC. However, the structure of performance grant incorporates both 
performance metrics and student enrollment for the progress of public universities and 
to meet the ascribed objectives. The grant system of higher education depends on 
objective oriented funds. The funds are granted to the institutions when the targeted 
objectives are full filled (Ahmad, Soon, & Yee, 2016; Miao, 2012). 
Research and Development (R&D) plays a very important role for the 
achievement of the latest information within the specific area of interest. The economic 
as well as scientific development and social stability of the country is directly 
associated with the R&D (GOP, 2012-2013). Hence, it is extremely needed to promote 
the research culture regardless of public and private universities and provide high 
quality facilities in industrialization-based research, import replacement and export 
improvement. Due to this reason, the most important purpose of public universities is 
to carryout cutting-edge research in all areas such as Engineering, Science, Humanities 
and Social science. But unfortunately, very limited resources are available in Pakistan 
to promote the research culture. While, the Higher Education Commission (HEC) has 
taken some significant measures to improve the role of the R&D in higher education 
sectors (GOP, 2013-2014; HEC, 2017). 
The new performance-based grant strategy of HEC fully supports the modern 
research and rewards the first class researchers. It encourages the universities for the 
valuable collaboration, expanding their research capacity and also offers ability to 
progress. The performance-based grant is also approachable to modify improve the 















grant is provided for different research programs, functioning situations and to 
improve the ability levels of the research students and researchers (HEC, 2017). 
1.2 Research Background 
In recent years, many countries have extended their competitive-project-grants in the 
higher education segment, while at the same time, decreased the block-grants 
(Newman, Couturier, & Scurry, 2010; Washburn, 2008). Performance-based grant and 
competitive methods have a tendency to enhance transparency and communication for 
financial requirements, promote effectiveness and efficiency of the universities’ 
activities as a result enhancing the universities impact and output (Geuna & Martin, 
2003; Lepori, Benninghoff, Jongbloed, Salerno, & Slipersaeter, 2007). 
Performance-based grants are the key indicators for further success and 
depends on a formula which utilizes the performance indicators to develop a 
unanimous decision about the actual grant amount (Ahmad et al., 2016; Rabovsky, 
2012). The dependency theory mentions that the grant of the public universities and 
colleges are essentially dependent on the state appropriations. Therefore, the 
government has decided to take the essential steps to maintain and improve their 
institutional grant (Harnisch, 2011). Miao (2012) and Ahmad and Farley (2014) has 
recognized three models of performance grant and they are currently in operation in 
United States such as 1) performance contracts, 2) output-based grant formula, and 3) 
performance set-asides 
Performance contracts between the government and the individual universities 
present a choice for performance grant models. In this model, grant is rewarded but 
the public universities upon performance convene the arranged objectives set onward 
in the agreement (Miao, 2012). Output-based grant formulas present economic 
motivations for optimistic development in special measurements. Frequently powered 
for institutional assignment, the public universities to enhance their whole 
misappropriations via enhanced performance on acknowledged metrics. Performance 
set-asides preserve a proportion of the government grant to be rewarded to high 
performing institutes. The reserve money may be a part of the yearly based 















with each other for the preserve grant by getting a targeted conclusion of performance 
situation before staring the year (Miao, 2012; Yee, 2019). 
Performance based grant is rewarded according to the outcomes of definite 
performance indicators that reveal institutional improvement toward both country 
goals and institutional mission (Harnisch, 2011). While a results-based model and 
performance-based grant considers their achievements and outcome in preference to 
contribute. Present performance grant models include indicators of as a minimum two 
kinds: progress outcomes and general outcomes (Harnisch, 2011; Miao, 2012). The 
important features already mentioned in the literature reveals (Dougherty & Reddy, 
2011; Harnisch, 2011; Miao, 2012) that performance-based measures have been 
developed over time to incorporate indicators mentioned in Table 1.1. 
Table 1.1: Types of Performance Indicators 
Source: Dougherty & Reddy (2011), Harnisch (2011), Miao (2012) 
Grant Criteria / Indicators 
General Outcomes  
Indicators 
Graduation rate, number of degrees/certificates awarded per FTE, 
number of degrees/certificates awarded, students’ success on licensing 
exams, research or grant funding awarded, job placement rates;  
Progress Outcomes 
Indicators 
Number of students graduated, number of students who transfer to a four-
year institution, developmental course completion;  
Subgroup Outcome 
Indicators  
First-generation students, nontraditional students, low-income status, at-
risk status, minority group identification;  
High-need Subject 
Outcome Indicators 
Nursing, STEM fields and job placement rates in high-need fields. 
     
Similar performance indicators are employed by HEC to assess the 
performance of Public Universities in Pakistan. Where, student enrollment, faculty to 
student ratio, faculty development programs and research programs etc. are some of 
the most targeted performance indicators that are emphasized by HEC to increase the 
performance of the institutions. This grant system is globally considered as most 
suitable for enhancing the performance of the universities and relative transparency. 
Unfortunately, Pakistani public Universities lack to follow the aforementioned 
performance indicators and struggle to achieve the subsequent relative annual targets. 
Consequently, the performance-based grant to those Higher Education Institutions 
(HEIs) decrease which result in the lack of provision of facilities to those institutions 
(Ahmed, 2014; GOP, 2011-2012).  
Another reason is that the quality of education has decreased continuously 
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